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Marlene H. Dortch, Secretary
Federal Communications Commission
Offrce of the Secretary
9300 East Hampton Drive
Capitol Heights, MD 20743

Dear Ms. Dortch:

Re: FCC Form 481 - Pigeon Telephone Company
WC Docket Nos. 10-90 and 11-42 (Eligible Telecommunications Catiers)

Enclosed please find five (5) complete copies of the following for filing on behalf of Pigeon Telephone
Company pursuant to the FCC's Public Notice of August 6,2013, in this matter:

1. The completed FCC Form 481 with the certification and the required attachments that are part of
Pigeon Telephone Company's completed FCC Form 481 [3 l072lmi5l0;3l072lmi6l0;
310721mi1,210; and 310721mi3026 (Confidential version that was e-filed with USAC)I;

2. Pigeon Telephone Company's financials (3t0721mi3026), which contain Confidential
information and therefore are being filed as Confidential pursuant to paragraph 4 of the FCC's
Protective Order decision, 27 FCC Rcd 14231 (Released November 16,2012) (the FCC
Protective Order);

3. Redacted versions of Pigeon Telephone Company's financials (3l0721mi3026), pursuant to
paragraph 4 of the FCC Protective Order.

Because Pigeon Telephone Company's financials are confidential, we are also mailing two (2)

Confidential versions of the financials (310721mi3026) to Charles Tyler as well pursuant to paragraph

4 of the FCC Protective Order.
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If you have questions, please call me.
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rtLilry
Ronald D. tuch#ds Jr. \
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Enclosures

cc dencs: Charles Tyler (2 Contidentialversions of the financials (310721mi3026) only)
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INDEPENDENT AUDITOR'S REPORT

To the Board of Dlrectors of
Pigeon Telephone Company
Plgeon, Mlchlgan

Report on the Flnanclal Statements

We have audted the accompanying ,inanclal statements of Pigeon Telephone Company (a Michigan
corporation and a wholly+wned subsidiary of Agri-Valley Communications, lnc.), which. comprlse the balance
shdets as of Decembei 31, 2012 and 2011, and the related stabmonts of income, change in stockholde/s
equity, and cash flows for the years then ended, and the related notes to the financlal statements.

M a n a g em ent's Respons I bi I I ty fo r th e Fl n an c I a I Sta fem ents

Management ls responslble for the preparatlon and fair presentation of these financial statemenB in accordance
with accounting piinciples generaily accepted in the United States of Amerlca;_ thls includes the _design,
implemenbtlonl aha mbtntenance of lnternal control rclevant to the prepanatlon and fair presentation of financlal
statements that are free from material misstatement, whether due to fraud or eror.

Au d ttot's Respo n si bl I lty

Our responsibility ls b express an opinion on tlese financialstatements based on our audits. We conducted our
audits in accordance with auditing standards generally accepted in the United SEtes of America. Those
shndards require that we plan and perform ttre audib to obtain reasonable assurance about whether the
financialstatements are free of material misstatement.

An audit lnvolves performing procedures to obtain audit evidence about the amounts and disclosures in the
flnanclal statements. The procedures selected depend on the auditor's judgment, includlng he assessment of
the rlsks of material misstatement of the financial statements, whether due to fraud or error. ln making hose risk
assessments, the auditor considers internal control relevant to the entity's preparation and fair presentration of
the financial statements in order to deslgn audit procedures that are appropriate ln the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we
express no such opinlon, An audit also lncludes evaluating the approprlateness of accountlng policles used and
thi reasonableness of slgnificant accounting estlmates made by management, as well as evaluatlng the overall
presentation of the financial statements,

We belleve that the audit evldence we have obtained ls sufficient and approprlate to provide a basis fur our audit
oplnion.

Oplnlon

ln our opinion, the financlal statements referred to above present fairly, in all materlal respectg, the financial
positlon.of Plgeon Telephone Company as of December 31, 2O12 and.2011, and the results of its operatio.ns
bnd its cash flows for the years then ended in accodance wlth aocounting prlnciples generally accepted ln the
Unlted States of Amerlca.

March 29,2013



Plgeon Telephone Company
Pigeon, Mlchlgan

Balance Sheets
As of December 31. 2012 and 2011

ASSETS

2012

t
t
I
l$r

2011

Cunent Assets
Cash and cash equivalents
Due from customers
Accounte receivable - lnterexdtange carriers
Other accounts receivable
Accounts recelvable - Afflllates
lnventory
Defened federal lncome tax asset
Deferred state income tax assst
Prepald oxpenses

Total Current Assets

other Non-CunentAssets
lnvestments
Other non-cunent assets

Total Other Non-Cunent Assets

Plant, Propertv and Eqgioment
Plant in service
Plant under constructlon
Plant acqulsltlon adJustment

Total Plant, Property and Equipment
Less: Accumulated depreclatlon

Net Plant, Property and Equipment

TotalAssets $ $

The accompanylng notes are an integral part of these financlal statements.
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LIABILITIES AND STOCKHOLDER'S EOUIW

Current Liabilities
Accounts payable

Accounts payable - Afflllates
Advance billings
Other accrued liabilities

Total Current Liabilities

201.2

$

Other Non-Cunent Llabilitles
Long-term debt
Deferred federal income taxes
Deferred state lncome taxes

Total Non-Cunent Llabilitles

Total Llabilities

Stockholde/s Equity
Common stock, 10,000 shares authorized, $

value: issued and outstanding 5,015 shares

Retained eamings

Total Stockholdels EqultY

Total Llgbllltie.g and Stockholdefs Eoulty -$_ -__.___

The accompanylng notes are an integral part of theso flnanclal statements.
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Pigeon Telephone ComPany
Pigeon, Michlgan

Statements of lncome
Forthe Years Endqd December 31. 2012 and 2011

2012 2011

Ooerating Reverlg!=s
Localrrvice
Access and toll servlces
Mlscellaneous
Bad debt expense

Total Operating Revenues

Ooeratlng ExpeBses
Plant speclflc
Netnork and other
Depreclatlon and amortlzatlon
Customer operations
Corporate operatlons

Total Operatlng Expenses

Net Operating Revenue

Operatlno laxes
Federal lncome tiax expense
State income tax expense
Other operating taxes

Tohl Operating Taxes

Net lncome from Ooeratlons

Other lncome and Exoense
Dlvldend and lnterest income
Other income (expense), net
Federal lncome taxes - Norroperatlng

Net lncome Before Fixed Charges

Flxed Charges
lnterest expense

Net lncome

t..

The accompanylng notes are an integral part of theoe flnancial gtatements.
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Plgeon Telephone ComPanY
Plgeon, Mlchlgan

Statements of Changes ln Stockholde/e Equity
For the Years EndEd December 31. 2012 and 201 1

Common
Stock

Retained
Eamlngs

$

Total

$Balance at January 1,20'11

Net lncome

Balance at December 31,2011

Net lncome

Balance at December 91,2012

The accompanylrg notes are an integral part of these flnanclal gtatements.
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Pigeon Telephone Company
Plgeon, Michlgan

Statements of Cash Flotrvs

Forthe Years Ended December 31. 2012 and 2011

2012 2011

Ooeratino Activities
Net lncome
AdJustments to reconcile net income to net
cash provided by operating activities:

Depreciation and amortization
Provlslons for defened lncome taxes
lncrcase in cash value of llfe lnsurance
Patronage dlvidends allocated

Change in operating assets and liabillties:
Due from customers
Other accounts receivable
Net due from and to affiliates
Other cunent assets
Accounts payable
Other cunent llabllltles

Net Cash Provided by Operating Activitles

lnvestino Activlties
Purchase of plant, property and equipment
Proceeds on patronage retirements
Purchase of investments

Net Cash Used in lnves{ing Actlvities

Financino Actlvltles
Prlnclpal payments on long-term debt

Net Cash Used in Flnanclng Activities

lncrease (Decreased) ln Cash and Cash EoulvalentE

Cash and Cash Eqglvalents - Beqinnino

Cash and Cash Eouivalents' Endlng

I

$'

The accompanying notes are an lntegral part of these financlal statements.

I
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PIGEON TELEPHONE COMPAT.IY

Notee to Flnancial Statgnents

1. Summarv of Slonlficant Accountlno Pollcles

ORGANIZATION AND NATURE OF OPEMT]ONS

Plgeon Telephone Company ls a wholly-owned subsidiary of Agrl-Valley Communlcatlons, lnc.
(AVCI) located ln Pigeon, Mlchigan and serves portlons of Huron, Arenac, Antrlm, losco and
Otsego counties. The Company's maJor buslness actlvity is providing local telephone exchange
servlce and access to the publlc swltched telephone network,

The accountlng records of the Company are maintalned ln accordance wlth the Unlform System of
Accounts for Class A and B telephone companles presuibed by the Michlgan Public Service
Commlsslon, whlch conform to accountlng principles generally accepted ln the United States of
Amerlca.

CONCENTRATIONS

The Company grants credlt to lts customers, substantlally all of whom arc local residents or
buslnesses. Additionally, the Company grants credlt to interexchange caniers for access to the
public switctred teleph6ne network. A-ppioximately oh of the Company's operatlng revenue ls
iecelved fom accegs revenue fom interexchange caniers. The Company rarely requires collateral
from either its customers or telecommunlcaffons providers. Accordlngly, fallure to collect on these
accounts would result in a direct loss of the amountg uncollected. However, a portion of these
losses would be recoverable through the settlement process descrlbed below.

The Company generally does not hold financlal lnstruments wlth ofr-balanc+sheet crEdit rlsk.

The Company's cash accounts are subject to the Federal Deposlt lnsurance Corporafron (FDIC)
insurance limit of $250,000. At varlous times during the year, the Company's cash account
balances exceeded this amount in the normal couree of business. At December 31, 2012, cash
account balances exceeded this limlt by approximately $ . CIher lnvestmenE are not
covered by FDIC insurance.

ACCESS SERVICE REVENUE

Compensation for interstate access servlces ls received through tarlffed access charges filed by the
National Fxchango Canier Assoclation (NECA) with the Federal Communlcations Commission
(FCC) on behalf of the member companles. These access charges are blllEd by the Company to
the lnterstate interexchange carriers, and pooled with llke revenues from all NECA member
companies, The portion oflhe pooled access charge revenue recelved by the Company ls based
upon ib actual cost of provlding lnterstate access servi@, plus a retum on the investment
dadicated to provlding that servlce. The Company recorded lnterstate and lntrastate true-ups of
prior years' estimated access settlements thd had he net effect of increasinq 2012 and 2011 net
inconie before federal and state lncome taxes ln the amount of $ and $i
respectlvely.

lntrastate and local accesE revenue is based on charges billed under the Company's lntrastate
access tariff or interconnec.tion agreements, Thase revonues are dependent upon actlons of
interexchange caniers over which the Company has no control. lt ls posslble that changes could
occurthat would cause a signtficant lmpact on the Company's future revenues.

INVENTORY

lnventory conslsts of materlals and supplles for addltlons and maintenance of the telephone plant
and telephone equipment for resale. lnventory is valued at the lower of cost or market value on a
fi rshln, flrst-out basls.

REDACTED - FOR
PUBLIC INSPECTION



1.

PIGEON TELEPHONE COMPANY

Notes to Flnanclal Statements

Summarv of Sionlficant Accountlnq Pollcies (Contlnued)

ALLOWANCE FOR UNCOLLECT1BLES

The balance ln due ffom customers ls shown net of the allowance for doubtful accounts of 0 !

and V at Decemberii,-iOii *O 2011, respiAiviii' 16e Blqn* in accounts receivable for

tnterexcnanse carner5 L:',ri"i;;-di';fi#"j6finuior ooruttut accounts of $' and

$ at Decembei 5i', Iijri ino.2011, respectlvety. For all other accounts receNaole, no

irr*rnr" tor- Jouutrur"i#l,iti'*# oJtirminJJ'to Le irecessary ,!;r??:B"1lffrE:Ii?:i,l:
6liili'.in ftiitorlciicofiesron iiperience and a.revlew of the current stal

Trade recelvables are ffitli';i ihetr esumateri iorcauie amou{s. Trade credlt ls generally

extended on a short+er;i;;il;;ffi'ildffi6eiJaut"i oo not bear lnterest, and thE company does

not appty a finance charge to past due recelvaues'

ADVERTISING COSTS, SALES, USE, AND EXCISETA)(ES

It ls the policy of the company to expense all advertlslng costs as incuned'

sales, use and excise taxes collected fiom subscrlbers ar6 presented on a net basis'

MANAGEMENT ESTIMATES

ffiffi 

'{*.nf 

}'jil.*t'ltir.ry*#,#ruili:if,ll;':rrl"#*rf i':'m:*
STATEMENT OF CASH FLOWS

cash and cash equlvalents include cash and short-term...hlghly liquid lnvestments wlth origlnal

maturities of three moriiiii'oi r-diJ. rnose inveiniehii wittr Srtj'tnat'maturitles of three to twelve

moiiifri ar"classlfied as temporary cash invesfiients'

The Company paid, on a-cash basis, interest lll!9-tg-o:$:l^$' and $ in 2012 and

i3?f"[ffll&#3ii] "nir"rIi]Li%; ";i+ ,'tr-"--tg:i-;l:,1.,:,'!- bJ*:,^:To:,ly"i"Hfll
#il;Ji,.illf[i*i;niriy,'-niii];h"di!i!q :li l.*:i,g-:q*::,^*:lo* .lfJ'::lHJJ
frJffi ffi;;'0"tf .-;ihlil., n*;",']iff,:'l'*g;"conn5;?o1ol:;,1J,.*#311i8IHS:

2.

ffi;ifi fi-#"ountJ re,ievables-fom afiiliates of S tor 2012,

ffiiud;a in accounts payaute to affillates of $l ' for 20t t '

lnvestmenE

lnvestmenb conslst of the followlng at December 31,2012 and 2011:

CoBank
Great Lakes Comnet, lnc'

Total lnvestments

2012

$

increases

-2011.

$

$- #.i

The investnrent ln coBank consists of class {vottrg-stock lssufl-!1^t!e bank' The stock entitles

*i-$fl'"lftrift ;lffi f#;li,i*Hiqd[t!tr#!ffi?ffi l:x3.ir,,#,ish?s1xrg.?
ildempii6n ls at the discretion of the board of diredorc of the banK'

REDACTED - FOR
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2.

PIGEON TELEPHONE COMPANY

Notes to Flnanclal Statements

I nvestments (Continued)

All other investments ar€ recorded at cost because they arg not publlcly traded and the market

value is not readlly determlnable'

Plant. ProPerU and EouiPment

Additions to telephone prant and ppracement ?t *gilf?:'i3',$"i:[T,f.y,fl'.KBt"i:Sr1lt:i[tiJinai iost. Wtren tel'ephone plant ig retired.,

;#der;Hnii'dnl';#E;i;it'ilasLii., t6riJiniiwrlnLnviiiateo satvage and removalcoets. No

gatns or tosses are ,"*'iniiEi i'i ffiil;ffiUiih rouflne re-tirements of depreclablo property'

PlantlnservicelssummarizedasfollowsatDecemberSl'2012and2011:

Land and bulldings
GeneralsuPport
Central ofiice equipment
Clrcuit equlPment
Cable and wlre facllitles
lntanglbles - sofirare

Total Plant in Servlce

Depreclation expense ls calculated uslng the stralght'llne method for accountlng purposes by the

aoollcatlon of rates based on the estiniated t"iitd ffis ;1$f varlous classti of depreclable

tri6phone property. rniio-,iipiiit;it1ii;-;ilafion'r';G w;l-i.i"i ana 4'2o/o tor 2012 and 2011,

resiecgvety. oeprecratlo"nlxi[iJJilI6itil,iioii-wiJi, 
- 

and $' respectlvelv'

The plant acquisitlon adjustment rcpresents the unamortlzeg bilaPq of the excess of cost over the

:H#l!illlfi5:E'Xejtjlffiffi'ff\irrf*itl**l'lm,terepnone 
companres' Amortrzation

13il1ilnn"sffiJn:d,fB:*d 
exPendlturers for the expanslon of plant' propertv and equipment

Related Parties

TheCompanyhadthefollowingrelatedpartytransactionsdurlng2012and20ll:!

2012 2011,

Due from (to) affillate' Agrl-Valley
Communlcitions, lnc' (AVCI)' beginnhg year

Manaqement and office cogts
Aid;ild; ;i non-resulated expenses (.re.qtpts1

Allocations of operating expenses (recglpts)

TransEr plant fiber constructlon to AVCI

Cash paiments (receiPts)
Allocation of state tax exPense
Allocation of federal tax exPense

Due from afftllate - AVCI' end of year

-2912
$

2011

$

:,
J

$ i $

REDACTED - FOR
PUBLIC INSPECTION



PIGEON TELEPHONE COMPANY

Notes to Flnanclal Stabments

Related Partles (Contlnued)

Due to affiliate - Thumb Cellular LLC ffCLLC),
beginning of year

Other expgnse pald foTTCLLC
Cash recelpts

Due to affillate -TCLLC, end of year

Due from (to) Affillate -Agrl-Valley Servlces, lnc.
(AVSI), beginning of year

Other expense pald for AVSI
DSL charges due fom AVSI
Transfer of fiber plant to AVSI
Cash recelpts

Due fom (to) affillate - AVSI, end of year

2012
1"
!

I

$]

2011

i

i$
:

$-l-_ r

$

$__I,
i

i$
I

I

Addltlonally, the Company rents rEalestate, on a month to month basls, from related parties, 4-E
Group and ENCOMM, requiring monthly payments ln the amount oJ $l and $ '
respec{lvely. The Company lncuned rental expense ln the amount of $, r for borh of the years
ended December 31 , 2012 and 201 1. The Company also rents computer 6quiDment, on a month to
month basis, with 4-E Group, requiring monthly payments ln the amount of $ oer usage hour.
The Company lncuned experise for computer tlme in the amount of $ ano $' ,-" for the
years ended December 3 1, 2012 and 20 1 1, respeclively.

The Company has a month to month operating lease for the rental of a s,t/itch building to its afiiliate
TCLLC, requlring monthly payments ln the amount of $ :.. For both of the years ended
December 31,2012 and 2011, the Company recelved rental lncome ln the amount of $ , from
TCLLC.

The Company had cash balances of S' and $ at December 31,2012 and 2011,
respectively, wlth a fnanclal lnstltutlon considered a related party.

Lono-Term Debt

Long-term debt conslsts of the followlng at December 3'1,2012 and 2011:

2012 . .2011
Notes payable to CoBank:

Varlable lntercst rate of 2.96% and 3,05% at
December 31, 2012 and 201 1, respectively,
maturlng June29,20'17 $ $

Total Notes Payable
Less Cunent Portlon

TotalLong-Term Debt L_ _ $._

REDACTED - T'OR
PUBLIC INSPECTION
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6.

7.

PIGEON TELEPHONE COMPANY

Notes to Flnanclal Stalgments

Lono-Term Debt (Continued)

The notes are secured by the assets of he telephone company. Payments on the notes are due
quarterly along wlth accrued interest thereon. Requlred maturitleo of princlpal for the rnxt five years
are as followsi , ,

2o1s $2014 I

20'15 i

2016
2017

The mortgage to CoBank underlylng the note on the telephone company contialns certaln
restrlctlons regardlng maintenance of financlal ratlos, the payment of cash dividends and the
redemptlon of capltalstock. Ae of December 31,2012, the Company had $ , avallable for
borrowing from CoBank.

Llne of Credlt

The Companv had a revolving line of credit w'rth the Rural Telephone Flnance Cooperative not to
exceed $ for a term of up to 360 days, bearing interest at a variable rate. This line of
credit explred on January 7 ,2013. The Company is ln the process of renewlng the llne of credlt. As
of December 31,2012 and 2011, there was no balance ored on thls lina of credlt.

Taxes

For lncome tax purpo€es, the Company ts lncluded ln the Ederalconsolldated and state combined
tax rctums with iF parent, AVCI. For finandal reportlng purposes, income taxes are computed and
recorded as if $e Company filed separate income tax retums, except that (i) in the event the
Company generates a net tax loss which ls utillzed in AVCI's retums, the Company wlll be glven the
beneflt of such loss, (ll) federal lncome taxes are calqJlated based upon the statutory tax rate ln
effect for AVCI and its subsldiarles on I consolidated basls, and (ill) state lncome taxes are
calculated based upon the taxes ln effect for AVCI and lts subsidiaries on a comblned basls.

Tax provlslons charged to expense for the years ended December 31,2012 and 2011, are
summarized below.

Federal lncome Taxes (Benefil)
Cunent - Operating
Current - Non-operafing
Deferred - Operating

Subtotal

State lncome Taxes (Beneflt)
Cunent- Operating
Deferred - Openatlng

Subtotal

Total lncome Tax Experse

Other Taxes
Ad Valorem
Mlscellaneous

Total lncome and Other Taxes

2012 2011.:
s |$

l.t:

l

$

S .l

;i
;j'$ t

I

$
:l

i$

t
t
i

11
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7,

P IGEON TELEPHONE COMPAT.IY

Notes to Flnancial Statements

fjxgs (Contlnued)

The federal lncome tax expense, dlvlded by the sum of such tax expense and net ln@me, results ln
an effective tax rate of approximately % lor 2012 and 2011. Any dlfference between the
Company's federal efbctive income tax rate and the federal statutory rate is primarily a result of
expenses deductible for financlal reportlng purposes that are not deductlble for tax purposes, and
adJustments to prior year tax accruals.

Defened lncome taxes are accounted for uslng an assets and llabillty approach that requlres the
recognlflon of defen€d tax llabllities and assets for the expec'ted futurc tax consequences of
temporary differences between the financial statement and tax basls of asseb and liabilities at the
appllcable enacted tax rates. Temporary dlffierences glvlng rlse to the defened tax llabllltles and
assets conslst prlmarlly of the excess of depreciatlon for tax purposes over the amount for financial
reportlng purposes, and the excess of bad debt expense for financlal reportlng purposes over the
amount fortax puposes.

The Company perlodically settlee amounts owed to AVCI for income taxes. For the year ended
December 31, 2012 federal and state lncomE tax llablllties were recorded as payables to AVCI in
the amount of $r and $ , respectlvely, and for the year ended December 31, 2011
federal and etate Income tax llabilitps were racorded as payables to AVCI ln the amount of $.1 ,

and $' , respec{vely.

Management belleves that there is a greater than l% chance (more llkely than not) that the
Company ls entltled to the economlc beneflt resulUng from tax posltions taken in lncome tax
r€tums. No lnterest or penaltles related to uncertaln tax posltlons has been recognlzed ln the
lncome statements or balance sheets br the years ended December 31 , 2012 and 201 1 . However,
tax returns for years 2009 through 2012remaln subjectto posslble audit.

Penslon Plans - Profit Sharlno and Emoloyee Stgck Ownershlp Plan

AVCI has a profrt-sharlng and 401(k) plan coverirg ellglble employees of the Company who meet
certain length of service requirements. The plan ls admlnlstered by a Trustee through the
Employees' Profit-Sharlng and 401(k) Retlrement Trust Agreement. Contrlbuflons to the plan are
determlned annually by the Board of Dlrectors of AVCI. Contributions to the plan for the years
ended December31,2012and 2011 were $' and $, respectlvely.

ln addltlon, AVCI has an employee stock ownerEhip plan covering eliglble employees of the
Company who meet certaln length of service requlrements. The plan is admlnlstered by a Trustee
through an Employees' Stock Ornershlp Plan and Trust Agreement. Conflbutons to the plan are
determined annually by the Board of Dlrectors of AVCI. Contrlbutons to the plan for the years
ended December31,2012and 2011 were$ , 'and$' ' respectvely,

11. SubseouentEventq

The date to whlch events occunlng after December 31,2012 have been evaluated for possible
adjustment to the financial statements or disclosure is March 29,2013, whlch ls the date on whlch
the financlal statements were available to be lssued.
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